Economic and financial instruments are a very important group of tools for supporting local entrepreneurship. The broadest group among them are local taxes. Real estate taxes are considered by local governments, on the one hand, as a tool for promoting the effective development of real estate, and on the other, as a reliable source of income to the local budget.
www.degruyter.com/view/j/remav vol. 24, no. 3, 2016 countries have different priorities for streamlining the tax system. The two systems were analyzed mainly from the perspective of the legal framework for, and the base and rate of, taxation. It is generally believed that the value of real property is an economically more effective and more just base of taxation than its size. It was our intention to verify this opinion by: 1) presenting the Polish and Belarusian systems of real estate taxation, 2) discussing the strengths and weaknesses of the size and value of real estate, respectively, as the base of taxation.
General information about Poland and Belarus
There is a tripartite administrative division in Poland into: voivodships, poviats and gminas (provinces, counties and communes). These areas contain cities, towns and villages. Belarus consists of regions divided into districts, plus the city of Minsk, which is the country's capital. Selected data concerning the two countries have been presented in In Poland, according to the Act on Local Government Income, local governments may generate their own income. The sources of such income are, among other things: real estate tax, agricultural tax and forest tax, income from the commune's assets, a share in personal income tax paid by the inhabitants of a commune (39.9%), and corporate income tax paid by businesses established in a commune (6.7%) (Fig.1) . In total, the three types of taxes represented approx. 18% of the entire amount of proceeds to commune budgets. This is almost equal to state subsidies and the share in income tax. Thus, they are a significant source of income (The Act of Communal Council).
In Belarus, the fraction of these taxes in GDP is relatively insignificant (about 1.2-1.3 %). In 2015, the growth rate of land tax was 97.7% as compared with 2014, which formed 0.4 % of GDP. A drop in budget receipts is caused by a decrease in the number of entities -tax payers (by 840 units or 3.8 %).
At the same time, the fraction of real estate taxes in local budget revenues accounts for about 10% of these taxes and is the third major source of income after income tax (27.5 %) and value added tax (16.6 %). The structure of local budgets revenues in Belarus in 2015 has been presented in Fig. 2 .
The reason why real estate taxes are considered to be a good source of revenue for local governments is the connection between many of the services typically funded at the local level and the benefits they bring to property values. Local income tax is recognized as a direct (e.g. an erected school) or indirect (e.g. an increase in the value of real estate as a result of the attractiveness of the location) tax advantage, because the amount of taxes paid is similar to the amount of benefits associated with services provided free of charge by local authorities to inhabitants.
In Poland, the local budget serves to pay: current expenditure, including subsidies to local establishments financed from the budget (6 %), and benefits paid to individuals free of charge and non-refundable. These benefits include grants, disability and old age pensions, and compensation. The current expenditures of establishments financed from the budget (40%) are: salaries and related payments, and the purchase of materials and services. Another group of the expenditures of a commune are property-related expenditures: investment projects in establishments financed from the budget, acquisition of shares and contributions to commercial companies (Fig. 3) .
In Belarus, according to a functional classification, the main directions of local budget expenditures are health care, public utilities and housing ( was dominated by the costs associated with the current functioning of budgetary organizations, subsidized socially important services rendered to the population, and debt handling. The structure of local budget expenditures according to an economic classification has been presented in Fig. 5 .
The financing of capital expenditure was made discreetly: the share of capital expenditures decreased from 21.8 % in 2014 to 16 % of the total expenditure incurred by local budgets in 2015.
At the same time, the volume of funds allocated for the financing of priority expenditures (payments of wages/salaries of workers and employees, public budget transfers, payment of medicines and medical supplies, food, utilities, housing subsidies, utilities and transport services, debt service of local government and self-government) increased from 57.1 % to 63.4 % of the total expenditures of local budgets. own study based on data of the National Statistical Committee of the Republic of Belarus.
Taking into account the above presented description, we can conclude that local governments are considering real estate taxes, on the one hand, as a tool for promoting the effective development of real estate (land and capital structures), and on the other -as a reliable source for the formation of the local budget. Thus, regulation of tax rates makes it possible: to attract investors, and to encourage the development of infrastructure and social services in the region.
There is considerable unfulfilled potential for increasing the revenue derived from recurrent property taxes in most countries, particularly in transition countries and those with middle or low incomes (GROVER et al.2015 , Taxation...2014 .
Analysis of real estate taxes -object and basis of taxation
Real estate tax has certain distinguishing features that make it unique to some extent. Mainly, they are: 1) the object of tax exists regardless of the economic state and performance (so it is paid whether or not there is any income or profit), 2) real estate is firmly bound to the exact location, and thus the tax on it is paid and directed to local budgets. The Polish real estate tax system was developed in the period of a centrally controlled economy. The legal foundation of all the fiscal obligations is based on the Constitution (Constitution…). The country's fiscal system comprises eleven tax categories, embraced by specific tax laws and regulated , revealed discrepancies between the data concerning the size of non-residential premises in land and building registers and the data used as the basis of taxation submitted by the tax payers.
To prevent such discrepancies in the future, the Chamber's report presented post-audit recommendations for the audited local government units. These recommendations concerned, among other things:
-the maintenance of reliable real estate tax registers and keeping them up to date using available information, -undertaking measures to ensure that tax payers submit real estate information or tax returns. When reviewing the sources of income, communes not only increase the charges and rates of real estate taxes, but they also update data on the size of land and the usable surface of buildings.
The basic legal act related to the real estate tax in Belarus is the Tax Code (The Tax Code of …). The tax system of Belarus, nowadays, implies two taxes regarding property owned/used by individuals or legal entities:
-property tax (70.8% of the total value of taxes regarding property), -land tax (29.2% of the total value of taxes regarding property). The procedure for the payment of taxes is governed by Chapters 17 (Property Tax) and 18 (Land Tax) of the Tax Code. The basis of taxation is the net book value of structures (real estate tax) and the cadastral value of land (land tax). In addition to the above tax rates established by the Tax Code, local councils of deputies have the right to increase/decrease the base rate by no more than 2.5 times the amount. The resulting amount of tax is paid to local budgets. The taxes and charges related to property in Belarus have been presented in Table 3 . Source: prepared by the authors, based on the Tax Code.
The data in the table suggest that the Polish and Belarusian real estate tax systems are two different systems. Table No . 4 shows the methods of determining the amount of leisure real estate tax in similar locations in Poland and in Belarus.
Table 4
Example of the calculation of real estate tax
Subject of taxation
Recreational property located in a rural community, about 8 km away from the center of the regional town.
Description:
Holiday house, year-round, equipped with all facilities, 3 bedrooms, 2 bathrooms, office, living room, kitchen, basement and terrace. 83,000 x 0.01 = 830EUR 83,000 x 0.001 = 83EUR
83,000 x 0.01 = 830EUR
Source: own study.
We have to stress that, in Belarus, the cadastral value of a similar plot is usually much less than 6,400 euro. Thus, the land tax per ha is accounted as 4 euro per ha for individuals and 61 euro for businesses. If the cadastral value of a plot is more than 6,400 euro, individuals pay taxes at the rate of 0.1%, while legal entities at the rate of 1% of the cadastral value. The basis of taxation for buildings is the net book value, which, in this case, is the same as the market value.
The basis of taxation: the value or the size of real estate?
The two types of taxation bases -the size and the value of real estate, respectively -were analyzed in regards to the strengths and weaknesses of the two systems.
Table 5 Size as the basis of taxation

Strengths Weaknesses
It is possible to determine the size of every object of taxation
It is necessary to verify the size of premises and buildings declared by a tax payer directly on the site, due to incomplete registers of buildings and premises
When it is necessary to increase the amount of tax, the basis of taxation does not need to be changed, which means that there are no extra costs associated with the revaluation of real estate
An increase in the tax rate must be justified when it is necessary to increase proceeds to the local budget
It is possible to accurately forecast new building spaces to be put into operation, and thus, the amount of proceeds to the commune budget Source: own elaboration.
Conclusions
Because of the nature of real estate, it is possible to choose either physical or economic parameters as the basis of taxation, which makes it difficult to determine uniform and unequivocal taxation. In general, the collectability of real estate taxes is high. However, most tax arrears are caused by the fact that there is no relationship between the amount of tax and the inability to pay tax among families with low social status or senior citizens.
Unpaid taxes reduce the ability to implement projects for the benefit of a commune's inhabitants and are perceived as unjust by those who do pay taxes.
Based on the real estate tax system in Belarus, we can distinguish the following major problems that hinder development:
-unclear mechanisms of encouraging the efficient use of property, -the lack of a unified cadaster of land plots and structures, -the absence of land ownership, -the lack of fair criteria for the effective and efficient use of real estate. A discussion has been going on in Poland for some time now about the necessity to reform the real estate tax system and introduce ad valorem tax, although to no avail as yet. The main reason is that tax www.degruyter.com/view/j/remav vol. 24, no. 3, 2016 payers are afraid that taxes might go up significantly, which means that there is no social approval of, or political will to undertake the reform. Also, there is no agreement as to the principles of real estate valuation or as to what kind of real estate use should be considered in the valuation.
Accordingly, the reform of every tax system should be actively participated in by tax payers during every stage of the procedure, and should be preceded by a broad information campaign to make tax payers aware of the costs and benefits of the new system.
In order to improve the real estate tax system, it is necessary to perform the following procedure:
Create an efficient tax administration register all objects of taxation in a real estate cadaster → create an up-to-date database of real estate prices and properties  undertake a transparent base and method of valuation → determine the base tax rate and the factor of its increase or decrease → collect and use taxes in line with the principles of local development.
To sum up, it should be noted that the taxation of real estate involves many decisions that affect real estate management and land use and, consequently, the economic conditions of real estate owners and the entire community of a given area. Such decisions should not only be accepted by political and administrative bodies, but they should also take into account important economic and social aspects.
